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1 . PART 1 - ANNUAL BUDGET 


1.1 Mayor’s report 

I have the honour today to table the Medium-term Revenue and Expenditure 
Framework (MTREF) budget for the 2015/16 financial year and the two outer 
years. Our commitment to achieving the objects of local government set out in 
the Constitution of the Republic of South Africa remains. We are also 
committed to doing so in an efficient, effective and sustainable manner. 

The municipality’s MTREF has been compiled to ensure sustainable service 
delivery and to invest in infrastructure that will ensure growth over the medium 
term to long term. Service delivery through participative government is very 
important for council. Our draft strategic objectives are: 

1. To diversify the economic base of the municipality through 
industrialisation, whilst at the same time nurturing traditional economic 
sectors; 

2. To develop an integrated transport system to facilitate the seamless 
movement of goods and people within the municipal area and linkages 
with the rest of the district and the City of Cape Town; 

3. To develop safe, integrated and sustainable neighbourhoods; 

4. To maintain and expand basic infrastructure as a catalyst for economic 
development; 

5. To be an innovative municipality on the cutting edge in respect of the use 
of technology and best practice; 

6. An effective, efficient and sustainable developmental oriented municipal 
administration; 

7. To develop and use a multi-platform communication system to ensure 
swift and accurate dissemination of information 

8. To provide ethical and effective leadership that engenders trust in the 
municipality amongst its stakeholders; and 

9. To ensure compliance with the tenets of good governance as prescribed 
by legislation and best practice. 

In recent times the municipality has been in the fortunate position to have 
healthy cash reserves. However, we know that this will not continue 
indefinitely and Council must therefore put plans in place to ensure financial 
sustainability whilst providing high service delivery standards. 

A good indication of a municipality’s short term financial well-being is measured 
through the current ratio. This ratio is used to determine the municipality’s 
ability to pay its short-term liabilities with its short term assets. The 
municipality’s current ratio statistics for the last 4 years as well as the 
estimation for the 2014/15 and 2015/16 budgeted years is provided below. 
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Table 1 - Current ratio 



Actual 

Actual 

Actual 

Actual 

Estimated 

Budgeted 


2010/11 

2011/12 

2012/13 

2013/14 

2014/15 

2015/16 

Current assets 

560 854 094 

608 445 911 

541 837 984 

540 793 845 

484 500 001 

509 272 621 

Current Liabilities 

112860416 

148 497 399 

121 161 991 

141 323 686 

130 811 973 

139 865 422 

Current Ratio 

5.0 

4.1 

4.5 

3.8 

3.7 

3.6 


Medium term infrastructure development objectives 

The major infrastructure development objectives of the municipality over the 
MTREF can be summarised as follows: 

1 . Sustainable basic services such as Water, Sanitation, Electricity, Waste 
management and Housing; 

2. Roads and pavements infrastructure; 

3. Cemeteries; 

4. Storm water and drainage; and 

5. Parks and recreation. 

The summary per category of infrastructure projects over the MTREF is listed 
in table 2 below. 

Table 2 - Infrastructure projects as percentage of total capital budget 



Adjustment 

Budget 

2014/15 

Budget 

2015/16 

Budget 

2016/17 

Budget 

2017/18 






Roads, Pavements, Bridges & 
Storm water 

43 004 497 

41 072 017 

32 659 987 

12 947 632 

Water Reservoirs & 

Reticulation 

22 650 110 

6 065 958 

1 400 000 

3 012 000 

Car Parks, Bus Terminals 

1 760 000 

- 

- 

- 

Electricity Reticulation 

25 124 957 

25 730 000 

24 812 000 

24 812 999 

Sewerage Purification & 
Reticulation 

17 952 517 

32 599 755 

17 650 000 

8 312 000 

Street lighting 

1 867 712 

3 270 000 

1 340 000 

4 090 000 

Refuse Sites 

1 793 249 

3 500 000 

10 000 000 

5 000 000 

Other Infrastructure 

13 908 270 

3 950 000 

805 000 

225 000 

Total infrastructure projects 

128 061 312 

116 187 730 

88 666 987 

58 399 631 






Total capital budget 

236 336 670 

199 537 675 

132 024 499 

98 888 400 






Infrastructure projects as 
percentage of total capital 
budget 

54% 

58% 

68% 

59% 


Infrastructure projects comprise 58% of the total capital budget in 2015/16, 
68% in 2016/17 and 59% in 2017/18. Figure 1 below provides a high level 
breakdown of the 2015/16 capital budget per asset type. 
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Figure 1 - Capital budget per asset type 



Summary of the alignment of the annual budget and IDP 

This year we have completed the third review of the 2012 - 2016 Integrated 
Development Plan (IDP). The IDP serves as a guideline for the effective and 
efficient administration, development, budget and resource allocations for the 
municipality to ensure that it meets the needs of our residents. The IDP 
furthermore contains our vision and mission that explains the intent to serve 
and develop the community of the Saldanha Bay municipal area. 

Government has adopted the National Development Plan as the country’s 
framework for economic and social transformation. We as a municipality buy 
into this plan and have subsequently aligned our strategic objectives to it. 

A summary of the linkage between the Municipal Strategic Objectives and 
Goals with the National Key Performance Areas, the National Outcomes, the 
National Development Plan and the Western Cape Provincial Strategic 
Objectives has been provided below in table 3. 


Page 7 of 37 


Table 3 - Municipal budget alignment with National and Provincial government 


Municipal Strateaic 

Objectives 

Municipal aoals 

National KPA 

National Outcomes 

National Development 

Plan 

Provincial Strateaic 

Objectives 

To diversify the economic base 
of the municipality through 
industrialisation, whilst at the 
same time nurturing traditional 
economic sectors (SOI) 

A Diversified economy and 
nurtured traditional economic 
sectors 

Local Economic 

Development (NKPA3) 

Decent employment through 
inclusive growth (N04); and 

An effective, competitive and 
responsive economic 

infrastructure network (N05). 

An economy that will 
create more jobs 

(NDP1); and 

An inclusive and 

integrated rural 

economy (NDP4). 

Creating opportunities for 
growth and jobs. 

To develop an integrated 
transport system to facilitate the 
seamless movement of goods 
and people within the municipal 
area and linkages with the rest 
of the district and the City of 
Cape Town (S02) 

An integrated transport system 
that ensures the seamless 
movement of goods and people 
within the municipal area and 
linkages with the rest of the 
district and City of Cape Town 

Basic service delivery 
(NKPA2) 

Protection and enhancement 
of environmental assets and 
natural resources (NO10) 

Transition to a low- 
carbon economy 

Enable a resilient, 

sustainable, quality and 
inclusive living environment. 

To develop safe, integrated and 
sustainable neighbourhoods 

(S03) 

Safe, integrated and sustainable 
neighbourhoods 

Basic service delivery 
(NKPA2) 

Protection and enhancement 
of environmental assets and 
natural resources (NO10) 

Transition to a low- 
carbon economy 

Increase wellness, safety 
and tackle social ills. 

To maintain and expand basic 
infrastructure as a catalyst for 
economic development (S04) 

Maintained and expanded basic 
infrastructure as a catalyst for 
economic development 

Basic service delivery 
(NKPA2) 

Protection and enhancement 
of environmental assets and 
natural resources (NO10) 

Transition to a low- 
carbon economy 

Creating opportunities for 
growth and jobs. 

To be an innovative municipality 
on the cutting edge in respect of 
the use of technology and best 
practice (S05) 

An innovative municipality on 
the cutting edge in respect of the 
use of technology and best 
practice 

Municipal transformation 
and institutional 

development (NKPA5) 

A responsive, accountable, 
effective and efficient local 
government system 

Fighting corruption 

(NDP1 1); and 
Transforming society 
and uniting the country 
(NDP12). 

Embedded good governance 
and integrated service 
delivery through partnerships 
and spatial alignment. 

An effective, efficient and 
sustainable developmental 

oriented municipal 

administration (S06) 

An effective, efficient and 
sustainable developmental 

oriented municipal 

administration 

Municipal Financial 

Viability and Management 
(NKPA4); 

Municipal transformation 
and institutional 

development (NKPA5) 

A responsive, accountable, 
effective and efficient local 
government system (N09) 

Fighting corruption 

(NDP1 1); and 
Transforming society 
and uniting the country 
(NDP12). 

Embedded good governance 
and integrated service 
delivery through partnerships 
and spatial alignment. 
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Municipal Strateaic 

Objectives 

Municipal aoals 

National KPA 

National Outcomes 

National Development 

Plan 

Provincial Strateaic 

Objectives 

To develop and use a multi- 
platform communication system 
to ensure swift and accurate 
dissemination of information 

(S07) 

Developed and utilisation of a 
multi-platform communication 
system that ensures swift and 
accurate dissemination of 

information 

Good governance and 
public participation 

(NKPA1) 

A responsive, accountable, 
effective and efficient local 
government system (N09) 

Transforming society 
and uniting the country 
(NDP12) 

Embedded good governance 
and integrated service 
delivery through partnerships 
and spatial alignment. 

To provide ethical and effective 
leadership that engenders trust 
in the municipality amongst its 
stakeholders (S08) 

Ethical and effective leadership 
that engenders trust in the 
municipality amongst its 

stakeholders 

Good governance and 
public participation 

(NKPA1) 

A responsive, accountable, 
effective and efficient local 
government system (N09) 

Transforming society 
and uniting the country 
(NDP12) 

Improve education outcomes 
and opportunities for youth 
development. 

To ensure compliance with the 
tenets of good governance as 
prescribed by legislation and 
best practice (S09) 

Compliance with the tenets of 
good governance as prescribed 
by legislation and best practice 

Good governance and 
public participation 

(NKPA1) 

A responsive, accountable, 
effective and efficient local 
government system (N09) 

Transforming society 
and uniting the country 
(NDP12) 

Embedded good governance 
and integrated service 
delivery through partnerships 
and spatial alignment. 
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Current economic environment 


As always when the annual budget is prepared we are mindful of the current 
economic environment where we live in, both globally and locally. 

As outlined by the Minister of Finance in his national budget speech on 25 
February 2015, we take note of the high unemployment that persists, and that 
global economic growth is expected to remain sluggish over the period ahead, 
rising from 3.3% in 2014 to 3.5% in 2015. 

The electricity constraints have an impact on growth and although South Africa 
benefits to a certain extent from the lower oil prices, the gap was closed 
somewhat through the addition in the fuel levy and road accident levy 
announced in the budget speech. 

Our Gross Domestic Product growth is projected to increase to 2% in 2014, 
reaching 3% in 2017. The inflation outlook is expected to average 4.3% in 
2015 which should lay a foundation for economic growth to come. The 
moderate interest rates, depreciated exchange rates coupled with low inflation 
are considerable financial strengths South Africa’s growth strategy can be built 
on. 

The best short-term prospects for faster growth lay in the less energy intensive 
sectors such as tourism, agriculture, light manufacturing and housing 
construction. Oil and gas development, communications and information 
technology also offer many opportunities. The expected benefits that will arose 
from the Saldanha bay Industrial Development Zone, especially from oil and 
gas development should impact positively on our local economy. 


Audit outcomes 


In recent times our audit outcomes were as follows: 


2013/14 

Unqualified 

2012/13 

Unqualified 

2011/12 

Unqualified 

2010/11 

Unqualified 

2009/1 0 

Qualification 


During the 2013/14 regulatory audit 17 out of the 30 municipalities in the 
Western Cape have achieved the status of a “clean audit”. Saldanha bay 
municipality has committed itself to achieve this status by no later than the 
2014/15 financial year and everyone is working hard towards achieving this. 
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Other information considered relevant by the mayor 


I am satisfied that this budget is a balanced reflection of the expectations and 
needs in the community and the realities that dictate sound financial 
management; that in terms of Section 153 of the Constitution priority has been 
given to the basic needs- and promotion of social and economic development 
of the Saldanha bay community. 

I wish to draw attention to a specific item that I consider relevant, being the 
implementation of the new standard chart of account (“SCOA”) applicable to 
municipalities as from 1 July 201 7. 

The implementation of SCOA is one of the biggest reforms since the 
implementation of the MFMA in 2005. It does not only affect the Finance 
department of a municipality, but the whole organisation’s business processes 
must change with this reform. 

National Treasury has embarked on a process which includes, inter alia, the 
verification of all system vendors to be SCOA compliant with included many 
specific system requirements. This process of verification is expected to be 
completed by 1 September 2015. 

As a non-pilot municipality, Saldanha bay municipality is doing what can be 
done at this stage to ensure that, when it is known in September 2015 whether 
our financial system, SAMRAS is SCOA compliant, the transition into SCOA 
will be as smooth as possible. Provision is made in the 2015/16 budget for the 
implementation of SCOA. 

1.2 Summary of material amendments made to the annual 

budget after consultation process: 

A notice to inform the public of the tabled budget as well as to invite written 
submissions or representations to the municipality on the draft budget was 
published in the Weslander on 2 April 2015 as well as on the municipal 
website. 

Various (16) public meetings were held in wards to ensure participative 
governance from 7 April until 30 April 2015. 


The following written representations attached as a summary in Annexure “J” 
have been received and were carefully considered by the Mayor, council and 
management at a budget workshop that took place on 12 May 2015 from 8:30 
until 15:00. The detailed responses to these are also included in Annexure “J”. 
The minutes of the public consultation meetings has also been considered. It is 
acknowledged that there are more needs than resources, therefore is it 
impossible to include all needs in the limited budget. The inputs received is 
however appreciated and where applicable referred to be included in the next 
IDP review where each item will compete with all the other needs on a priority 
basis to be included in the next budget. 
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1.2 Omissions and errors 

The following omissions and errors were detected and had to be rectified: 
The following items were added/removed from the Operating budget: 


Detail 

Draft Tabled 
Budget 
March 2015 

Adjustments 

Final Budget 
May 2015 

Reason 

Revenue: 





Property Rates 

159 697 843 


159 697 843 


Service charges 

503 540 350 


503 540 350 


Investment Revenue 

21 000 000 


21 000 000 


Transfers 

recognised: 

Operational 

114 489 527 

(2 378 362) 

112 111 165 

Correction of final 
grants figures 

Transfers 

recognised: Capital 

38 004 937 

(450 428) 

37 554 861 

Correction of final 
grants figures 

Other own revenue 

40 830 871 

220 000 

41 050 871 

Additional revenue 
for the refuse dump 
site 






Total Revenue 

877 563 528 

(2 608 790) 

874 955 090 







Expenditure: 





Employee related 
cost 

267 673 979 

263 728 

267 937 707 

Provision for 

Thusong centre 

staff and other 
departmental 
adjustments. 

Remuneration of 
Councillors 

9 614 921 

- 

9 614 921 


Depreciation and 
asset impairment 

128 977 400 

- 

128 977 400 


Finance Charges 

21 971 311 

2 044 327 

24 015 638 

Additional interest 
provision for landfill 
site. 

Materials and bulk 
purchases 

274 847 000 

- 

274 847 000 


Transfers and grants 

2215 130 

- 

2 215 130 


Other expenditure 

219 915 929 

(508 234) 

219 407 695 

Adjustment of 

operating grants, 
professional fees, 
valuation fees and 
other expenditure. 

Total Expenditure 

925 215 669 

1 799 821 

927 015 490 
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The following items were added/ removed from the Capital budget: 


Description 

Funding 

DRAFT 

2015/16 

DRAFT 

2016/17 

DRAFT 

2017/18 

Paternoster Fish market 

CRR 

(73 000) 

- 

- 

RSEP Grant 

RSEP 

1 250 000 

4 750 000 

7 000 000 

Housing Grant 

k 

(1 700 428) 

(10 170 000) 

(9996) 

Furniture and equipment 

GPAWK 

- 

(150 000) 

(157 500) 

Total 


(523 428) 

(5 570 000) 

6 832 504 


The following items were corrected on the tariff list for 2015/16: 




March 

2015 

May 

2015 

Property Rates 

(Public Service 

Infrastructure) 

0.1583 

0.12663 


All the inputs received during the consultation meetings as well as from the 
LGMTEC 3 assessment report have been considered, and where possible and 
applicable the budget has been amended and the budget tables been adjusted 
accordingly. A Summary of the amendments to the budget tabled of 27 March 
2015 is included under paragraph 1 .2 above. 


1.3 Resolutions 

The recommendations at the end of the report will contain the prescribed 
recommended resolutions as required in terms of the Municipal Budget and 
Reporting Regulations. 


1 .4 Executive summary 

The 2015/16 budget comprises R1.126 billion, being R927 million for operating 
and R199 million for capital. The final adjustment budget approved for 2014/15 
was R819 million and R236 million respectively, and the new 2015/16 budget 
represents an increase of 6.67%. The capital expenditure ratio achieved in 
2013/14 was only 70% but it is expected that the percentage will be better after 
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the end of the current financial year. Our commitment however is to improve 
service delivery and we have articulated this commitment in our 3 year medium 
term capital budget. 

The following table has been included to summarise the operating budget of 
the 2015/16 MTREF period: 

Table 4 - Operating budget 



Budget 

2015/16 

Budget 

2016/17 

Budget 

2017/18 

REVENUE 




Property rates 

159 697 843 

177 246 204 

187 519510 

Service charges 

503 540 350 

555 735 964 

605 318 284 

Investment revenue 

21 000 000 

17 200 000 

14 700 000 

Transfers recognised - 
operational 

112 111 165 

113 258 650 

105 790 601 

Transfers recognised - capital 

37 554 861 

26 268 350 

45 492 400 

Other own revenue 

41 050 871 

40 349 775 

41 775 928 





Total Revenue 

874 955 090 

930 058 943 

1000 596 723 





EXPENDITURE 




Employee costs 

267 937 707 

284 750 920 

303 737 520 

Remuneration of councillors 

9 614 921 

10 259 270 

10 946 800 

Depreciation & asset impairment 

128 977 400 

136 716 450 

144 919 940 

Finance charges 

24 015 638 

28 071 649 

29 566 756 

Materials and bulk purchases 

274 847 000 

303 173 430 

332 117 930 

Transfers and grants 

2 215 130 

2 325 890 

2 442 190 

Other expenditure 

219 407 694 

216 421 030 

203 022 840 





Total Expenditure 

927 015 490 

981 718 639 

1 026 753 976 





Deficit 

(52 060 400) 

(51 659 696) 

(26 157 253) 


The proposed operating budgeted revenue, excluding capital grants for 
2015/16 will increase by 13% to R837 million compared with the 2014/15 
adjusted operating budget of R740 million. The estimated operating revenue 
for the 2015/16 and 2016/17 outer financial years will increase by 8% and 6% 
respectively to R904 million and R955 million. The proposed operating budget 
expenditure for 2015/16 will increase by 13% to R927 million compared with 
the 2014/15 adjusted operating budget of R819 million. The estimated 
operating expenditure for the 2015/16 and 2016/17 outer financial years will 
increase by 6% and 5% respectively to R981 million and R 1026 million. 

The main contributors to the operating revenue and operating expenditure of 
the 2015/16 financial year are as indicated in figure 2 and figure 3. 
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Figure 2 - Operating Revenue budget 


Licences and . 
permits 
0% 

Fines 

0% 


Transfers 
recognised - 


Other revenue 
2% 


Interest earned 
3% 


Rental of facilities 
and equipment 
2% 

Refuse Removal 
Tariffs 
6% 

Sanitation Tariffs 
6% 



Property rates 
19% 


Electricity Sales 
35% 


Figure 3 - Operating Expenditure budget 


Repairs and 
Maintenance. 
5% 


Other expenditure 
17% 


Water Purchases 
7% 


Electrity 

Purchases 

23% 



Employee related 
costs 
29% 


Debt impairment 
2% 

Remuneration of 
councillors 
1 % 

Depreciation & 
asset impairment 
Finance charges 14% 

2% 


Budgeted operating deficit 

The budgeted deficit for the 2015/16 MTREF period is R52.0 million, R51.6 
million and R26.1 million respectively. The municipality is budgeting for a 
deficit as the depreciation charge is not fully cashed-back. Therefore it is a 
non-cash deficit, meaning that the municipality budget to break even on a cash 
basis. See paragraph 2.6.2 of the report for a further explanation of the 
depreciation charge. 
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Rates and tariffs 


In the 2015/16 financial year it is proposed that the tariffs will be increased with 
the following percentages. 


Table 5 - Rates and tariff implications 



Budget 

2014/15 

Budget 

2015/16 

Budget 

2016/17 

Provisionally 

Budget 

2017/18 

Provisionally 

Property rates 

8.00% 

6.50% 

6% 

6% 

Electricity 

7.50% 

12.20% 

11% 

10% 

Water 

8.00% 

8.00% 

8% 

8% 

Refuse 

12.00% 

12.00% 

8% 

7% 

Sewerage 

8.00% 

8.00% 

8% 

7% 

Sundry tariffs 

6.00% 

8.00% 

6% 

6% 


Property rates will increase with 6.5% from an increase of 8% in the previous 
year. 

Electricity will increase with 12.2% from an increase of 7.5% in the previous 
year. The increase is based on a formula determined by NERSA and the 
municipality has submitted its application for the increase already in January 
2015. NERSA must still approve this proposed increase. 

Water will increase with 8% compared to an increase of 8% in the previous 
year. Additional capital investments are needed for water infrastructure that 
may have an adverse effect on future water tariffs. We have seen in the media 
recently what can happen with the supply of clean water if municipalities do not 
plan properly. Providing clean water to our community remains one of our 
highest priorities. 

Refuse will again increase with 12%. This service is currently not breaking 
even. It is recommended that the tariffs increase for refuse removal be 
increase with 12% in 2015/16 to reduce the deficit and to get to a position 
where the revenue is at least equal to the expenditure for this service. 

Sewage and sundry tariffs will increase with 8% respectively which is in line 
with the previous year. 
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1.5 Annual budget tables 

The following budget tables have been completed and are attached as 

Annexure A: 

Table A1 - Budget Summary; 

Table A2 - Budgeted Financial Performance (Revenue and Expenditure 
by standard classification); 

Table A3 - Budgeted Financial Performance (Revenue and Expenditure 
by Municipal Vote); 

Table A4 - Budgeted Financial Performance (Revenue by Source and 
Expenditure by type); 

Table A5 - Budgeted Capital Expenditure by Vote, standard classification 
and funding; 

Table A6 - Budgeted Financial Position; 

Table A7 - Budgeted Cash Flows; 

Table A8 - Cash Backed reserves / accumulated surplus reconciliation; 

Table A9 - Asset Management; and 

Table A1 0 - Basic service delivery measurement. 

The supporting schedules SA1 to SA 37 are also included as part of Annexure 
A. 


2. PART 2 - SUPPORTING DOCUMENTATION 


2.1 Overview of annual budget process 

The budget and IDP time table was approved on 28 August 2014. 

From 4 August 2014 until 28 August 2014 the public consultation process was 
followed to identify needs through engagement with the relevant stakeholders. 

The final 3 nd review of the 3 rd Generation Integrated Development Plan was 
adopted by Council on 23 October 2014. The Departments were required to 
compile their budgets in accordance with the IDP needs and priorities. 

The draft capital budget was considered by Council on 4 December 2014. 

There were 3 budget steering committee meetings held during the year, being 
16 October 2014, 13 November 2014, and 23 February 2015. 

The public consultation process to discuss the budget with the community and 
stakeholders took place from 7 April 2015 to 30 April 2015. A budget workshop 
with council was held on 12 May 2015 to discuss all the budget inputs that 
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were received. The proposed budget policy changes were also discussed 
during this workshop. 


2.2 Overview of the alignment of the annual budget with the 
IDP 

The 2015/16 financial year will be the third year of the third generation 
Integrated Development Plan for the municipality. The IDP serves as a 
guideline to the municipality for the correct budget and resource allocations in 
ensuring that it meets the needs of its residents. 

The IDP also focuses on the nine municipal strategic objectives that serve as 
the foundation on which the municipality will be able to realise its vision, help to 
drive National and Provincial Government’s agenda, expand and enhance its 
infrastructure, and to ensure that all residents have access to the essential 
services they require. 

The budget has been compiled in accordance with the municipality’s IDP 
document. Also refer to tables SA3, SA4 and SA5 which is aligned with the 
strategic objectives and goals of the municipality. 

The alignment has been summarised in table 3 of this report. 


2.3 Measureable performance objectives and indicators 

This budget is indicative of our commitment to achieving the objectives of local 
government set out in the Constitution of the Republic of South Africa and to do 
so in an efficient, effective and sustainable manner. These commitments are 
entrenched in our mission, vision and value statements and as such are 
reflected so in our budget and services delivery processes. 

The MTREF has been compiled in such a manner to ensure sustainable 
service delivery and to invest in infrastructure that will ensure growth over the 
medium term to long term. 

The measureable performance objectives are indicators included in the budget 
tables SA4 and SA7. 


2.4 Overview of budget related policies 

The municipality has 7 budget related policies, being: 

Customer care and management, credit control and debt collection policy; 
Property rates policy; 

Tariff policy; 
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Borrowing policy; 

Cash management and investment policy; 

Asset management policy; and 

Budget implementation and management, funds and reserves and 
virement policy. 

Although the Supply Chain Management policy is not a budget related policy 
the annual review of this policy has also been done in conjunction with the 
aforementioned policies. 

Financial support provided to indigent households 

Included in our customer care and management, credit control, and debt 
collection policy is the indigent policy. Saldanha Bay Municipality provide free 
basic services to poor households as a means of poverty alleviation. This 
mainly provides support to households who are unable to pay or struggle to 
pay for their basic services. It is recommended that the thresholds stay the 
same as the previous year. If approved households with an income base 
below R4 300 for 2015/16 (2014/15: R4 300) will receive a 100% subsidy 
based on a basic monthly account. Relief will also be provided to households 
with earnings of less than R5 350 (2014/15: R5 350) who will receive a subsidy 
of 70%. These consumers should apply to be registered as an indigent 
household in our indigent register in order to obtain this benefit or to qualify for 
rebates from their municipal basic services or property rates levied. Indigent 
households will in 2015/16 receive free electricity (50 electricity units per 
month), water (6 kilolitres per month), free refuse removal and free sanitation 
based on a developed erf size of 250m 2 . 

In respect of property rates, the first R50 000 value of all residential properties 
are exempted. In addition to this, another R85 000 value of property is 
exempted from property rates for indigent households. 


2.5 Overview of budget assumptions 

The following assumptions were used in the preparation of the budget: 


(i) General assumptions 

1. The CPIX used was 5.8% for 2015/16, 5.5% for 2016/17 and 5.3% for 
2016/17 based on MFMA Circular 74; 

2. Cost containment measures were provided for in the budget where certain 
general expense line items baseline were reduced substantially; 

3. Employment costs for the entire MTREF period was budgeted at an annual 
growth of 6.7%; 

4. The EPWP grant was based on the DORA allocation and is limited to R1 
million for 2015/16; 


Page 19 of 37 


5. An increase of 8% was provided for the bulk water purchases; 

6. An increase of 14.24% was provided for the bulk electricity purchases; 

7. An amount of R 28 242 139 is budgeted as a cash backed portion of 
deprecation that will be transferred to the CRR; and 

8. The external loans to be taken up to fund the capital budget over the 
MTREF period is R123 million which comprises R 47 060 000 in 2015/16, 
R58 180 000 in 2016/17 and R 17 822 852 in 2017/18. 


(ii) Revenue and tariff increase assumptions : 

1. Due to the current negative economic climate, the 2015/16 budget was 
prepared on a debtors recovery rate of 96%; 

2. Grants allocation has been included as follows in this budget: 

a. National Grants: In accordance with Division of Revenue Bill; 

b. Provincial Grants: In accordance with the Provincial Gazette, 

c. Other grants/ donations included in the budget are the MOU from 

Transnet for the Saldanha rugby stadium (R 6.347 million) as well as an 

unspent grant amount that was received from Saldanha Steel 

(R898 000) in previous years; 

3. The following principles and tariff increases, based on the cost 
reflectiveness of the tariffs are proposed: 

- CPIX and affordability by community taken into account, but cost 
reflective; 

- Electricity = 12.2% ( with a free 50 kWh per month to indigent 
households only, which is to be financed from the Equitable share) 

- Water = 8% ( with 6 kilolitres plus the basic levy for water free of 
charge to only indigent households); 

- Refuse = 12%; 

- Rates = 6.5%; 

- Sewerage = 8%; 

- Sundry tariffs ( Rental of halls, building plan fees, etc.) = 8%; 

- Property Rates - Retain the existing principles as contained in the 
current policy and adjust the monthly income levels and income 
categories for rebate purposes to pensioners as follows: 

R0 - R3 41 0 1 00% 

R3 41 1 - R4 800 90% 

R4 801 - R5 330 80% 

R5 331 - R5 970 70% 

R5 971 - R6 71 0 60% 

R6 71 1 - R7 350 50% 

R7 351 - R8 000 40% 

R8 101 - R8 630 30% 

R8 631 - R9 160 20% 

R9 161 - R9 800 10% 
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2.6 Overview of capital budget funding 

The budget must be funded from actual revenue to be collected during the 
financial year and must be cost reflective. Tariffs could not be increased any 
further as it already results in a high average increase in consumer accounts 
that are above the CPIX of 5.6% (see MFMA Budget Circular 75). The 
Operating budget is funded from Revenue as indicated in the relevant tables 
attached. 

The capital budget is funded from various sources of which the Capital 
Replacement Reserve is the biggest contributor. The 3 year MTREF capital 
budget is R430 450 574. If the final 2014/15 capital adjustment budget is 
added to this it amounts to R 666 787 244. The MTREF capital budget will 
deplete our Capital Replacement Reserve entirely, even with the additional 
R123 062 852 that will be borrowed over the next three years. It is estimated 
that the CRR’s balance will be R 7 005 743 at the end of 201 7/1 8. 

The capital budget is funded from the following sources: 


Table 6 - Funding sources of the capital budget 


Fund Description 

Adjustment 

Budget 

2014/15 

Budget 

2015/16 

Budget 

2016/17 

Budget 

2017/18 

Capital Replacement Reserve 

179 368 383 

114 922 814 

47 576 149 

35 573 148 

External Financing Fund 

1 145 164 

47 060 000 

58 180 000 

17 822 852 

Regional Housing Board 
(Provincial) 

22 1 1 1 248 

8 659 572 

“ 

14 120 000 

Provincial Administration Grant 
Western Cape (Provincial) 

1 476 892 

1 120 000 


- 

Housing Development Fund 

10 692 372 

- 

- 

- 

Integrated National Electricity 
Programme 

2 000 000 

2 000 000 

3 000 000 

5 000 000 

Extended Public Works Program 
(National) 

400 000 

200 000 

- 

“ 

Finance Management Grant 
(National) 

20 000 

30 000 

" 

" 

Municipal Infrastructure Grant 
(National) 

17 469 550 

17 948 350 

18 518 350 

19 372 400 

Donations (Transnet) 

1 653 061 

6 346 939 

- 

- 

RSEP Grant 

- 

1 250 000 

4 750 000 

7 000 000 

TOTAL 

236 336 670 

199 537 675 

132 024 499 

98 888 400 
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Figure 4 - Funding source of the capital budget 
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2.6.1 . Capital Replacement reserve (CRR) 

The municipality has set aside cash to replace assets or to acquire new assets. 
Since the implementation of General Recognised Accounting Practices 
(GRAP), and the subsequent implementation of depreciation charges in local 
government the capital replacement reserve’s contributions is part of the 
depreciation charges. With the unbundling of infrastructure assets when 
GRAP was initially implemented the value of Property Plant and Equipment 
increased substantially. The status of the CRR is provided below. 


Table 7 - Capital replacement reserve 



2013/14 

2014/15 

2015/16 

2016/17 

2017/18 


Actual 

Budgeted 

Budgeted 

Budgeted 

Budgeted 

Opening balance 

222 496 371 

205 126 952 

85 483 454 

10 155 040 

2 578 891 













Plus: Contributions 






Cash backed depreciation 

33 888 676 

29 724 885 

28 242 139 

40 000 000 

40 000 000 

Estimated unspent 


25 000 000 




Less: Capital Spendina 

-95 258 095 

-179 368 383 

-114 922 814 

-47 576 149 

-35 573 148 

Transfer from accumulated surplus 

44 000 000 

5 000 000 

5 000 000 

5 000 000 


Closing balance 

205 126 952 

85 483 454 

3 802 779 

1 226 630 

5 653 482 







Total own revenue 

621 647 918 

665 301 521 

721 458 794 

775 568 204 

833 735 819 







Contribution to CRR as % of own 
revenue 

5.5% 

4.5% 

3.9% 

5.2% 

4.8% 
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Over the years the capital replacement reserve was maintained in a 
responsible manner allowing the municipality to acquire assets through this 
internal funding source and without too much reliance on external borrowings 
and grants. When the capital budget was not spent in its entirety for a 
particular year, the funds were carried forward to complete the projects. 

The capital replacement reserve will be depleted over the 2015/16 MTREF, 
which will increase the reliance on external funding sources for future periods. 

A history of the capital budget expenditure has been provided below as well as 
the budgeted estimates up to 2017/18. It is estimated that at the end of this 9 
year period the municipality would have invested R1.134 billion into capital 
projects. 


Table 8 - Capital budget versus capital expenditure 


Year 

Actual/ 

Estimate 

Capital budget 

Capital 

expenditure 

% 

2009/2010 

Actual 

160 673 000 

62 776 182 

39% 

2010/2011 

Actual 

183 265 000 

109 387 356 

60% 

2011/2012 

Actual 

133 023 000 

100 671 952 

76% 

2012/2013 

Actual 

196 544 000 

139 367 171 

71% 

2013/2014 

Actual 

208 661 530 

144 928 602 

69% 

2014/2015 

Estimate 

236 336 670 

200 886 170 

85% 

2015/2016 

Estimate 

199 537 675 

169 607 024 

85% 

2016/2017 

Estimate 

132 024 499 

118 822 049 

90% 

2017/2018 

Estimate 

98 888 400 

88 999 560 

90% 



1 548 953 774 

1 135 446 065 

73% 


The capital spending for the past 5 years was below the acceptable spending 
percentage ratio of 85%, but it is expected that the required level of spending 
will be achieved going forward. 

The municipality’s capital budget will decline substantially over the next three 
years which is mainly as result of the CRR that will be replenished over this 
period. Because of the high borrowings of R123 million that will be taken up 
over the 2015/16 MTREF, the municipality might have to increase tariffs over 
the medium term if there is a need to take up further loans. 


2.6.2. Depreciation 

The depreciation cost is annually expensed in the statement of financial 
performance among the period in which the asset is expected to be used. 
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The annual depreciation cost is then transferred to a separate accumulated 
depreciation account which has the effect of preserving the historical cost of 
the assets. This account is in essence the probable replacement cost of the 
assets, in order to build a reserve to ensure that provision is made to replace 
the assets readily when it is needed to. 

Table 9 below illustrates the percentage of the depreciation that is cash- 
backed. One of the proposed policy amendments of the budget 
implementation and management, funds and reserves and virement policy 
requires that the cash-backed amount of the annual depreciation should not be 
less than 50% of the audited actual depreciation of the previous financial year. 
The aim should however be to get this percentage up to beyond 75% and the 
municipality will takes this into consideration when long term financial planning 
is undertaken. During the 2013/14 financial year 87% of the depreciation was 
cash-backed. 


Table 9 - Shortfall on depreciation 



Actual 

Actual 

Estimated 

Budaeted 

Budaeted 

Budaeted 


2012/13 

2013/14 

2014/15 

2015/16 

2016/17 

2017/18 

Depreciation 

95 996 813 

89 849 507 

121 504 834 

128 977 400 

136 716 450 

144 919 940 








CRR provision 

58 678 942 

77 888 676 

34 724 885 

39 667 400 

40 000 000 

40 000 000 

Budgeted provision 

43 905 004 

33 888 676 

29 724 885 

28 242 139 

40 000 000 

40 000 000 

Additional actual 
transfer/ estimated 
additional transfer to 
the CRR at year-end 

14 773 938 

44 000 000 

5 000 000 

5 000 000 

5 000 000 









Shortfall 

37 317 871 

11 960 831 

86 779 949 

95 735 261 

91 716 450 

104 919 940 

Cash-backed portion 
of depreciation - % 

61% 

87% 

29% 

26% 

33% 

28% 


2.6.3. Housing development fund 

The housing development fund is administered in terms of the Housing Act, Act 
107 of 1997. The status of the housing development fund is provided below. 
From the table it is clear that the housing development fund will be depleted on 
30 June 2015. 
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Table 10 - Housing development fund 



2013/14 

2014/15 


Actual 

Budaeted 

Opening balance 

18 175 697 

11 901 623 




Plus: Contributions 



Interest 

847 660 

416 557 

Operating account deficit 

-1 901 481 

-1 625 808 

Expenditure PPE 

-5 220 253 

-10 692 372 

Transfer from / to Operating account 



Closing balance 

11 901 623 

0 




Diazville 559 Services - 201 4 / 201 5 


10 692 372 




Diazville: Erf 8261 : 559 Units Roads 


4 692 372 

Diazville: Erf 8261 : 559 Units 

Stormwater 


1 500 000 

Diazville: Erf 8261 : 559 Units Sewerage 


1 500 000 

Diazville: Erf 8261 : 559 Units Electricity 


1 500 000 

Diazville: Erf 8261 : 559 Units Water 


1 500 000 


2.6.4. New external loan 

Provision for an external loan to the value of R123 062 852, being R47 060 000 
in 2015/16, R58 180 000 in 2016/17 and R17 822 852 in 2017/18 has been 
made in the budget to be approved by council on 27 March 2015. In the table 
below is the list of the capital projects to be financed by the loan. 


Table 11 - List of capital projects funded from external loans 


Department 

Asset Type 

Budaet 

2015/16 

Budaet 

2016/17 

Budaet 

2017/18 

Roads 

Upgrading : Oostewal Street : 
Langebaan 

20 000 000 

16 400 000 

- 

Solid Waste: Refuse 
Removal 

New Refuse Compactor 


2 300 000 


Solid Waste: Landfill 

Sites 

Development of New Vredenburg 
Landfill Site 

2 500 000 

6 500 000 

5 000 000 

Solid Waste: Landfill 

Sites 

Development of New Langebaan 
Landfill Site 


3 500 000 


Sewerage: Distribution 

Investigate & Upgrade Vredenburg 
Main Sewerage 

1 632 000 

4 000 000 

- 

Sewerage: Distribution 

Upgrade: Langebaan: Phase IV 

2 000 000 

2 000 000 

1 500 000 

Sewerage: Distribution 

Upgrading St Helena Sewer 
Network(lnternal for Brittania Bay) 


“ 

1 212 852 

Sewerage: Distribution 

Upgrade Networks Saldanha 

2 000 000 

- 

- 

Sewerage: Distribution 

Upgrading St Helena Sewer 
Network(lnternal for Brittania Bay) 


1 500 000 

- 
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Department 

Asset Type 

Budaet 

2015/16 

Budaet 

2016/17 

Budaet 

2017/18 

Sewerage: Distribution 

Replace Bakkie D69 

- 

- 

220 000 

Sewerage: Purification 

Upgrade Langebaan Sewerage 
Works 

- 

3 500 000 

- 

Sewerage: Purification 

Laingville Upgrade & Sludge 
Treatment 

4 500 000 

3 500 000 

3 000 000 

Sewerage: Purification 

Upgrade Vredenburg Sewerage 
Works 

2 000 000 

- 

- 

Sewerage: Purification 

Investigate & design Sewerage 
Works : Brittania Bay 

1 000 000 

" 

" 

Sewerage: Purification 

Langebaan Effluent Disposal/Re 

Use Project 


2 500 000 


Electricity: Distribution 
and Maintenance 

New 10MVA Transformer 

Vredenburg 

650 000 

6 500 000 

" 

Electricity: Distribution 
and Maintenance 

Paternoster:202 Units MV,LV 
Connections 

3 924 000 



Electricity: Distribution 
and Maintenance 

Middelpos : 551 Houses MV, LV, 
Connections 

500 000 

" 

" 

Electricity: Distribution 
and Maintenance 

Ring networks MV 

" 

" 

500 000 

Electricity: Distribution 
and Maintenance 

Upgrading of 66KV feeders 



600 000 

Electricity: Distribution 
and Maintenance 

1 1 KV Indoor Vacuum Breaker 

Units 

600 000 

700 000 

600 000 

Electricity: Distribution 
and Maintenance 

St Helena Bay: Langville:300 

Units. MV, LV Connections Esc. 




Electricity: Distribution 
and Maintenance 

New 132kV Substation NOK 

- 

" 

1 000 000 

Electricity: Distribution 
and Maintenance 

Upgrade NOK Feeders 

500 000 

500 000 

500 000 

Electricity: Distribution 
and Maintenance 

630 KVA mini substations 

300 000 

600 000 

- 

Electricity: Distribution 
and Maintenance 

315 kVA mini substations 

300 000 

300 000 

- 

Electricity: Distribution 
and Maintenance 

Upgrading of Low Voltage feeders: 
Hopefield 

300 000 

300 000 

- 

Electricity: Distribution 
and Maintenance 

500 kVA mini substations 

300 000 

580 000 

580 000 

Electricity: Distribution 
and Maintenance 

Upgrading of Witteklip feeder / 
Jacobs Bay 


400 000 


Electricity: Distribution 
and Maintenance 

New Farmers 1 Feeder Line 1 1kV 
Vredenburg extension 

" 

" 

750 000 

Electricity: Distribution 
and Maintenance 

Upgrading of feeder in Hopefield 
MV+LV 

300 000 

400 000 


Electricity: Distribution 
and Maintenance 

Saldanha: White City : 30 

Units. MV, LV Connections 


700 000 


Electricity: Distribution 
and Maintenance 

New 66kV Substation Marais 

Industry 

- 

“ 

500 000 

Electricity: Distribution 
and Maintenance 

Complete 185 mm ring network 
Vredenburg South 

" 

500 000 

500 000 
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Department 

Asset Type 

Budaet 

2015/16 

Budaet 

2016/17 

Budaet 

2017/18 

Electricity: Distribution 
and Maintenance 

SF6 / Vacuum Switch Replacement 
Unit VBG 

250 000 

250 000 

- 

Electricity: Distribution 
and Maintenance 

SF6 / Vacuum Switch Replacement 
Unit JCB 

250 000 

250 000 

" 

Electricity: Distribution 
and Maintenance 

SF6 / Vacuum Switch Replacement 
Unit LNB 

250 000 

250 000 


Electricity: Distribution 
and Maintenance 

SF6 / Vacuum Switch Replacement 
Unit SDA 

250 000 

250 000 

" 

Electricity: Distribution 
and Maintenance 

Upgrade 66KV VT & CT's 

500 000 

" 

" 

Electricity: Distribution 
and Maintenance 

Voltage regulation Jacobs Bay 



400 000 

Electricity: Distribution 
and Maintenance 

Voltage regulation Paternoster 

400 000 

" 

- 

Electricity: Distribution 
and Maintenance 

Replace 66KV Breakers SDA with 
Vacuum breakers 

400 000 



Electricity: Distribution 
and Maintenance 

630 KVA mini substations 

- 

" 

300 000 

Electricity: Distribution 
and Maintenance 

SF6 / Vacuum Switch Replacement 
Unit VBG 

- 

- 

280 000 

Electricity: Distribution 
and Maintenance 

SF6 / Vacuum Switch Replacement 
Unit JCB 

- 

" 

280 000 

Electricity: Distribution 
and Maintenance 

Power Quality Recorders ( NERSA 
requirement) 

" 

" 

100 000 

Electricity: Distribution 
and Maintenance 

Replace 66Kv links Vredenburg 

200 000 



Streetlights 

Streetlights Langebaan Oostewal 
Street 

1 254 000 

- 

- 

Total external loans 


47 060 000 

58180 000 

17 822 852 


(i) Development Bank of South Africa and rescinding of Council decision 


Council approved the incurring of an external loan for the partial financing of 
the 3 year capital budget 2015/2016 until 2017/2018 to the amount of R 123 
062 852 on 2 March 2015 under item R1 5/3-1 5 resolution (ix) that reads as 
follows: 

(ix) that approval be granted for the raising of an external loan of R123 062 852 
to partially finance the 2015/16 capital budget and 2016/17 to 2017/18 outer 
years in respect of the capital projects detailed in the report with the following 
drawdowns: 
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> R47 060 000 in 2015/16; 

> R58 180 000 in 2016/17; and 

> R17 822 852 in 2017/18; 

a) that approval be granted to the Finance directorate to invite tenders for the 
total amount of R 123 062 852 with drawdowns as stipulated in 
recommendation ix above; 

b) that it be noted that a report will be submitted to Council for consideration of 
the loan agreement of the preferred bidder at a later stage after the external 
loan tender has been evaluated; 


Subsequent to this resolution, the Municipal Manager had engagements with 
the DBSA and they have indicated their intention to grant the required loan to 
the municipality. 


Due to the fact that the DBSA is a parastatal (Government owned enterprise), 
direct contracting is possible and no supply chain- or tender process is 
required. 


The DBSA normally provides loans at much lower interest rates than 
commercial banks. The indicative interest rate that will be provided to the 
municipality if the loan is granted by the DBSA is approximately 9.5%, whereas 
the commercial banks interest rates might be in the vicinity of 1 1 .6%, thus a 
huge positive difference. 


It is therefore in the best interest of the municipality to directly contract with the 
DBSA. 


If Council decides to transact directly with the DBSA, council resolution R15/3- 
15, resolution (ix) (a) and (b) as stated above must be rescinded. 
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(ii) Legislative requirement on long term debt 


The legal requirements that must be adhered to with the raising of an external 
loan are summarised below: 

The Constitution 

In terms of Section 160(2)(d), Council may not delegate the authority to raise a 
loan. It must be a decision of full Council. 


Municipal Finance Management Act (No 56 of 2003) (MFMA) 

The following relevant sections are applicable: 


Section 46(2) 

A municipality may incur long-term debt only if a resolution of Council, signed 
by the Mayor has approved the debt agreement and the Accounting officer has 
signed the agreement creating the debt. 

Section 46(3)(a)(i) 

At least 21 days prior to the meeting of Council at which approval for the loan is 
to be considered, it must be made public in terms of Section 21 A of the 
Municipal Systems Act, disclosing the amount, details of the loan, the purpose 
of the loan and any security to be provided. 

Section 46(3)(a)(ii) 

The Public, National- and Provincial Treasury must be invited to submit written 
comment or representation to Council in respect of the proposed loan. 

Section 46(3)(b) 

At least 21 days before the meeting of Council, a copy of the information 
statement be submitted to Council together with details of: 

(i) the essential repayment terms including debt repayment schedule; and 

(ii) the anticipated total cost in connection with the loan over the repayment 
period. 

Section 46(6) 

A municipality’s long-term debt must be consistent with its capital budget 
referred to in section 17(2). 


(iii) Process to be followed 

The envisaged process to be followed regarding the raising of the loan, in order 
to comply with section 46 of the MFMA, is indicated below. It is impractical to 
link specific timelines to the various processes at this point in time. 

1. During the tabled budget meeting on 27 March 2015, Council considered 
taking the decision to raise a loan of R123 062 852 to partially finance the 
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2015/16 capital budget and 2016/17 to 2017/18 outer years, where after 
the actions stated below commenced. 

2. A notice in accordance with section 46(3)(a)(ii) of the MFMA will be 
published in the Weslander stating: 

2.1 Council’s intention to raise an external loan amounting to 
R123,062,852 to finance a portion of the the 2015/16 capital budget 
and 2016/1 7 to 2017/1 8 outer years; and 

2.2 That written comments or representation from the public are invited. 

3. Written comments or representations will also be requested from 
National- and Provincial Treasury in accordance with section 46(3)(a)(ii) 
of the MFMA; 

4. Adherence to the MFMA requirements; 

4.1 Before the loan is entered into, the Municipal Manager will get 
Council approval through a resolution where the debt agreement is 
approved in accordance with section 46(2)(a) of the MFMA; 

4.2 The Council will be notified through a formal report at least 21 days 
prior to this Council meeting in accordance with section 46(3)(b) 
with the required particulars, which include, inter alia: 

- the essential repayment terms; 

- debt repayment schedule; 

- the anticipated total cost in connection with the loan over the 
repayment period; and 

- Recommendation that the tender of the preferred bidder be 
accepted. 

4.3 If approved by Council, the Municipal Manager will thereafter sign 
the debt agreement with the succesful bidder in accordance with 
section 46(2)(b) of the MFMA . 


2.7 Expenditure on allocations and grant programmes 

The total grant budgeted for 2015/16 comprises R149.6 million, and for the two 
outer years are R139.5 million and R151.2 million respectively. The split 
between the various grants are listed below. 


Page 30 of 37 


Table 12 - Grants 



Adjusted 

Budget 

2014/15 

Budget 

2015/16 

Budget 

2016/17 

Budget 

2017/18 

Provincial Grants 










Housing and Human Settlement 

33 300 001 

50 560 000 

40 140 000 

39 200 000 

Cultural affairs: Library service 

3 894 462 

6 658 000 

5 870 000 

6 222 000 

Community Development 

Worker Grant 

35 000 

36 000 

38 000 

40 000 

Maintenance of Roads 

90 000 

107 000 

- 

- 

Thusong centre 

- 

100 000 

105 000 

141 000 

Sport and Recreation 

1 260 428 

- 

- 

- 

Acceleration of Housing delivery 

2 133 619 

- 

- 

- 

Wi Fi Mesh 


2 800 000 

- 

- 

RSEP Grant 


1 500 000 

5 000 000 

7 000 000 






Total Provincial grants 

40 713 510 

61 761 000 

51 153 000 

52 603 000 

National DORA Grants 





Financial Management Grant 

1 450 000 

1 450 000 

1 475 000 

1 550 000 

Municipal System Improvement 
Grant 

934 000 

930 000 

957 000 

1 033 000 

Municipal Infrastructure Grant 

18 389 000 

18 893 000 

19 493 000 

20 392 000 

Expanded Public Works 
Programme 

1 086 000 

1 000 000 

- 

- 

Integrated National Electricity 
Programme 

2 000 000 

2 000 000 

3 000 000 

5 000 000 

Equitable Share 

46 415 000 

55 497 000 

62 559 000 

69 815 000 






Total National DORA Grants 

70 274 000 

79 770 000 

87 484 000 

97 790 000 






Estimated additional grants/ 
donations 





Industrial Development 
Corporation 

1 187 596 

- 

- 

- 

Donations Transnet 

1 653 061 

6 346 939 

- 

- 

Donations various 

152 800 




Saldanha Steel Contribution 

- 

898 377 

- 

- 

SETA Grants 

309 349 

890 000 

890 000 

890 000 






Total additional grants 

3 302 806 

8135 316 

890 000 

890 000 






TOTAL GRANTS 

114 290 316 

149 666 026 

139 527 000 

151 283 000 






Split between: 





- Operating grants 

69 1 59 566 

112 111 165 

113 258 650 

105 790 601 

- Capital grants 

45 130 751 

37 554 861 

26 268 350 

45 492 400 






TOTAL GRANTS 

114 290 316 

149 666 026 

139 527 000 

151 283 000 
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2.8 Allocations and grants made by the municipality 

A grant of R2 215 130 in 2015/16, R2 325 890 in 2016/17 and R2 442 190 in 
2017/18 respectively has been budgeted by the municipality to be paid to the 
Saldanha bay Tourism Organisation. This is done in accordance with section 
67 of the Municipal Financial Management Act, 2003 (Act 56 of 2003) 
regarding statutory grants. 


2.9 Councillor allowances and employee benefits 

This is contained in supporting schedule table SA22 and SA23. 


2.10 Monthly targets for revenue expenditure and cash flows 

This is contained in supporting schedule table SA25 and SA30 


2.11 Annual budgets and service delivery and budget 
implementation plans 

This will be dealt with after the budget is finally approved to be submitted to the 
Mayor within 14 days after the approval of the budget and approved by the 
Mayor within 28 days after the approval of the budget. 

2.12 Contracts having future budgetary implications 

It is required to disclose in the budget documentation any contracts that will 
impose financial obligations on the municipality beyond the three years 
covered by the 2015/16 MTREF. The detail of this is included in supporting 
tables SA32 and SA33. 


2.13 Capital expenditure details 

The detailed capital budget per Ward is included in the budget documents as 
Annexure B. More detail on the Capital Budget is contained in Supporting 
tables SA34a; SA34b, SA34c; SA35; SA36. 

The capital budget for 2015/16 comprises R 199 537 675, and for the two outer 
years are R132 024 499 and R98 888 400 respectively. The summary of the 
capital budgets per Main Vote and per Ward is listed below in table 13, table 
14, figure 5 and figure 6 respectively. 
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Table 13 - Capital budget per vote 


Directorate 

Description 

Adjustment 

Budget 

2014/15 

Budget 

2015/16 

Budget 

2016/17 

Budget 

2017/18 

Finance 

1 559 151 

822 200 

617 000 

600 000 

Community & 
Operational Services 

41 535 634 

41 089 527 

4 745 200 

5 134 780 

Engineering & 

Planning Services 

173 644 809 

141 357 898 

114 322 299 

83 053 620 

Corporate & 

Protection Services 

19 075 377 

15 007 600 

7 590 000 

3 100 000 

Office of the 

Municipal Manager 

24 000 

1 260 450 

4 750 000 

7 000 000 

Council 

497 699 

. 

. 

. 

TOTAL 

236 336 670 

199 537 675 

132 024 499 

98 888 400 


Figure 5 - Capital budget per vote 


Community & 
Operational 
Services 


Finance 


Council 


Office of the 
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Table 14 - Capital budget per ward 


Ward 

Adjustment 
Budget 2014/15 

Budget 

2015/16 

Budget 

2016/17 

Budget 

2017/18 

Middelpos & Diazville West 

16 075 835 

4 789 500 

1 125 000 

1 345 000 

Witteklip 

1 306 754 

2 515 000 

1 351 300 

1 320 000 

White City 

8 275 481 

21 262 427 

17 874 512 

14 037 620 

Diazville 

18 969 682 

7 308 000 

5 851 300 

13 950 000 

Saldanha & Jacobs Bay 

32 230 210 

32 609 327 

2 475 000 

1 390 000 

Langebaan & Farms 

13616 187 

32 323 086 

33 975 475 

6 260 000 

Hopefield 

8 661 114 

9 470 000 

2 331 300 

880 000 

Vredenburg North, Green 
Village & Langebaanweg 

12 897 130 

12 169 000 

830 000 

670 000 

Ongegund & George 
Kerridge 

4 470 980 

1 874 000 

3 570 000 

2 050 000 

Louwville & Vredenburg 
South 

21 520 642 

10 755 798 

7 541 300 

4 550 000 

Paternoster, St. Helena 

Bay & Steenberg's Cove 

25 540 203 

10 783 027 

7 825 000 

3 720 000 

Laingville 

4 213 067 

10 355 060 

12 114512 

17 450 000 

Iscor & Selfbou 

4 006 262 

6 780 000 

805 000 

2 034 780 

General/Shared Services 

64 553 122 

36 543 450 

34 354 800 

29 231 000 






TOTAL 

236 336 670 

199 537 675 

132 024 499 

98 888 400 


Figure 6 - Capital budget per ward 
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2.14 Service Level Standards 

In terms of MFMA circulars 72 and 75 the municipality must adopt service 
standards as it provides transparency in understanding performance indicators. 
Local government is mostly service delivery orientated and as such need to be 
clear on what the public can expect from the municipality as a service delivery 
standard. 

The service delivery standards set are attached as Annexure “I” and needs to 
be approved by council. 


2.1 5 Legislation compliance status 

All relevant legislations and regulations have been implemented. The 
applicable legislation and circulars considered were: 

- Sections 15 - 33 of the MFMA; 

- MFMA circulars 10, 12, 13, 14, 19, 28, 31 , 45, 48, 51 , 54, 58, 59, 64, 66, 
67, 70, 72 and 74. 

- MFMA Budget circular 75 dated 9 March 2015, received 10 March 2015. 

- Municipal Budget and Reporting Regulations, 2009. 

The most recent budget circular is included in the budget documentation. 


2.16 Other supporting documents 

The following annexures have been attached: 


Annexure 

Annexure 

Annexure 

Annexure 

Annexure 

Annexure 

Annexure 

Annexure 

Annexure 

Annexure 

Annexure 

Annexure 


A: Budget schedules A1 to A10 and SA1 to SA37; 

B: Capital budget per Department and source of funding; 

C: Capital budget per Ward 
D: Tariffs; 

E: Sensitivity analysis of tariffs on households; 

F: MFMA Budget Circular 75; 

G: Quality certificate from Municipal Manager; 

H: Amendment to budget policies. 

I : Service level standards 

J: Summary of comments received on Draft 2015/16 Budget 
K: Minute of public meetings held on Draft 2015/16 Budget 
L: LGMTEC 3 comments 


2.17 Municipal manager’s quality certification 

The quality certificate is attached as Annexure G. 
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3. RECOMMENDATIONS 


(i) That this report be noted; 

(ii) That Council approves the annual budget of the municipality for the 
financial year 2015/16 and the two outer years 2016/17 and 2017/18 as 

per Annexure A, Annexure B and Annexure C; 

(iii) That Council approves the property rates and tariffs as contained in 
Annexure D for the 2015/16 budget year; 

v) That Council takes note of the sensitivity analysis of the proposed tariff 
increases on domestic households as per Annexure E; 

vi) That Council takes note of MFMA Budget Circular 75 attached as 

Annexure F. 

vii) That Council takes note of the quality certificate signed by the Municipal 
Managers as per Annexure G; 

viii) That Council approves the changes to the budget related policies 
attached in Annexure H; 

ix) That Council approves the Property rates policy attached in Annexure H; 

x) That approval be granted for the raising of an external loan of 
R123 062 852 to partially finance the 2015/16 capital budget and 2016/17 
to 2017/18 outer years in respect of the capital projects detailed in the 
report with the following drawdowns: 

> R47 060 000 in 2015/16; 

> R58 180 000 in 2016/17; and 

> R17 822 852 in 2017/18. 

(a) That council resolution R1 5/3-1 5, resolution (ix) (a) and (b) of 27 March 
2015 be rescinded and be replaced with the following: 

(b) That the municipal manager be authorised to negotiate directly with the 
Development Bank South Africa for an external loan to be incurred to the 
amount of R 123 062 852 to partially fund the capital budget for the 
2015/2016 MTREF; 

(c) That a report with the loan agreement be submitted to council as soon as 
the agreement has been finalized, as required by section 46 of the 
Municipal Finance Management Act (No 56 of 2003); and 

(d) That the municipal manager ensure that all the legislative requirements be 
complied with in his negotiations and engagements with the DBSA. 

xi) That the service standards attached as Annexure I be approved. 
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xii) That the persons / institutions that made written representations be 
provided with the responses as included in Annexure”J” 


xiii) That Council take note of the minutes of the public meetings held on the 
Draft budget as attached in Annexure K 


xiv) That Council takes note of the LGMTEC 3 comments received from 
Provincial Treasury as well as management’s response included in the 
report attached as Annexure L 


DIRECTOR FINANCE (CFO) 


Date 


FINANCE PORTFOLIO CHAIRPERSON Date 
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